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The New York City Department of Teleoommunications and

Energy ("City of New York H ) urqes the Federal COmmunications

Commission ("Commission") to carefully weigh the costs and

benefits of implementin9 a mandatory billed party preference

system. The City of New York, which has begun to implement a

comprehensive pay telephone program, questions whether the

mandatory implementation of billed party preferenoe 1s justifie~

in liQht of the passage of the Telephone Operator Consumer

Services Improvement Aot of 1990 ("TOCSIA Il
), whioh Assures that

oonsumers have acoess to their preferred carrier, and the

substantial cost of implementin9 a billed party preference

system.

Implementation ot billed party preferenoe will oertainly

require significant investment on the part of oarriers. It is

reasonable to assume that all service providers will seek to

recover the investment from all ratepayers. Therefore, th~

overall cost of telephone service will be unnecessarily higher.

or particular concern to the City of New York 18 the

potential impact of billed party preference on competition in

the operator service and p~y telephone market&. In adopting a

billed party prefe~ence system, the Commission may succeed in

assuring more convenient aooess to operator service providers at

public telephones at the expense of limitin9 the number of

te~ephone8 and new and enhanoed services available to consumers.

Billed party preference may be a premature and unreasonably

expensive solution to a problem which may be reasonably

addressed by current regulations. The commission ana the

operator service industry should devote additional resources to

implementing and educating consumers about current acoess

r:equirements.
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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

Billed Party Preference
for 0+ InterLATA Calls

~
)
)

CC Docket No. 92-77

COMMENTS OF THE NEW YORK CITY
DEPARTMENT OF TELECOMMUNICATIONS AND BNERGY

The New York City Department of Telecommunications and

Energy (He1ty of New York. 1t or IICity") respectfully submits these

comments 1n response to the Federal Communications commission's

Notice of Proposed Rulemakinq in the above-captioned

proceeding. 1,

I. INTRODUCTION-
On April 9, 1992, the Federal Communications Commis5ion

(
lICommission ll

) adopted a Notic& of Proposed Rulemaking in this

proceeding, proposing to mandate a nationwide systeltl of ltbilled

party preferenoe ll for all interexohang8 calls dialed on a 110+"

basis (1. e. I "0" plus an interexohan9& number, with no acoess

oode preoeding t.he nO"). Under this proposed oall routing

methodology, interexchange calls dialed from equal access areas

on a 0+ basis would be routed by the local exchange carrier to

the operator service provider (ltaSp") previously chosen by the

party being billed for the oall. (At this time, calls dialeo

1/ Billed part~ Preference for 0+ InterLATA Calls,
Notler 0P P 2~se~ RutemaKrng, 7 pee Rod 3027 (1992)
(here na Eer ot ceil .
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on a 0+ basis are routed to the OSP previously chosen by the

owner of the telephone or by the owner of the premises on whioh

the telephone is located.) Tne ComMission has tentatively

concluded that "in conoept, a nationwide system of billed party

preference ... is in t.he pUblic int:erest."2/

In the Notice, the Commission oites three primary reason~

for mandating billed party preferenoe. First, the Commission

states that "billed party preference could make operator

services more 'user-frienaly.'''3! The Commission noted:

During the last several years, there have been 8i9nifio~t
chan9~s in the operator services inaustry. One of the
oonsequences of these changes is that mak1n9 an operator
service call, particularly from a pUblio phone, has become
more complex and confusino to many cons~ers. COnsumers
have not only been confused by the division Of
responsibilities batween the local and long-distance
telephone companies, but also frustrated and confused by
oall blocking, their mistaken ass~ptions as to which
carrier will handle their oall when they use a particular
call1n9 card, ~nd by th9 need to use acoess oodes, anO to
know when to use them.4/

Billed party preferenoe would minimi~e the level of consumer

frustration associ~ted with operator-assisted 0+ calls by

automatically routing these calls to the OSP previously chosen

by the billed party to handle the calls.

Second, the commission stat.es that. an "apparent. advantage of

billed party preference is that it would foous competit.ion in

ope~ator services towards end users. "5/ Currently, OSPQ compete

2/ Notice at 3029.

3/ N'otic·e at 3030.

4/ Notice at 3029-30.

5/ Notice at 3030.
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for 0+ presubscription contraots by offerin9 commission payments

on 0+ calls to payphone owners and other aggregators. Billed

party preference, the Commission asserts, "would redirect the

competitive efforts of OSps towards prov1din9 better servioes

and lower prices to end' users, as opposed to payino hi9her

commissions."6!

Third, the Commission notes that billed party preferenoe

"might increase parity in the operator servioes marketplace."?1

The current presubscription system, the COmmission asserts,

favors the OSP With the larqest number of customers as th~t OSP

can offer higher commission payments than OSPs with fQwer

customers.

The Commission, however, has not determined conclusively

that the potential henefits of billea party preference, when

weighed against its potential disadvantages, merit its

implementation on a mandatory basis.a/ The disadvantaoes,

identified by commenters in two previous rounds of oomments on

the issue ot billed party preference, inolude the direot

financial oost of implementing billed party preference, and its

potential impact on competition in the operator service and pay

telephone markets. In addition, many commenters noted thAt the

Telephone Operator Consumer Services Improvement Act ("TOCSIAU
);

enacted by Congress in 1990, already 4~sures oonsumerQ that

6/

7/

8/

1£.
rd.
See Notice at 3031 (IINotwithstand1ng that billed pa.rty
preference would appear to offer a number of public interest
benefits, we need more information before we oan mandate
implementation of billed par~y preference and determine
exactly how this servioe should be structured").
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they will have aooess to their preferred operator service

provider -- the primary objeotive that the Commission hopes to

achieve by mandating a billed party preference system.9/

Accordingly, the Commission has requested additional oomment

on: (1) the costs of a"billed party preference ~ystem: (2)

whether billed party preference ~ould require oallers to provide

call and billing information twice before the call would be

completed; (3) the impact billed party preference would have on

access times for operator service callsj (4) the impact billed

party preference might have on oompetition in the provision of

pay telephonasj and (5) whether some or all of the benefits of

billed party preference might be obteinable through alternative,

less costly technoloqie9.10/

IX. STATBMENT OF INTEREST
~ SUMMARY OF POSITION

The City of New York appreciates the Commission's ~ec1sion "

to move cautiously as it considers the merits of mandating a

nationwide system of billed party preference. The City and its

business community and residential consumers will be affected in

a number ot ways by billed party preference, and the City is

conoerned that the adoption"of a mandatory billed party

preference system may not be in the public interest.

New York City's size and density make it a unique

marketplace for pay telephones. There are over 70,000 p~y

telephones in New York City. On City sidewalks and in City

owned or leased buildings there are approximately 12,000

9/ 47 U.S.C. seotion 226 (1991).

10/ ~ Notice at 3031-32.
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New York Telephone Company pay telephones, for which the City is

the "premises owner."

The City currently is implementing a comprehensive pay

telephone program, and has determined that the public telephone

needs of the City's consumers will be served best by a

competitive pay telephone market. ~hus, in imple~entinQ its

progTam, the City will rely in large part on the pro-oompetitive

regulatory decisions adopted by this commission ana the New York

state Public Servioe Commission, whioh permitted new companies

to enter the pay telephone marketplaoe and encouraged the

offering of new and enhanoed services.

In these comments, the City of New York questions whether

the mandatory implementation of billed ~arty preference is

justified, even appropriate, in light of the passage of TOCSI~,

which assures that consumers have access to their preferred

carrier, and the potential sUbstantial cost of implemanting a

billed party preference syste~. The Commission may be able to

achieve the objective of i~plementinQ a billed party preference

system without requirino a significant investment on the part of

~elecommunicationsproviders.

Of partioular concern to the City is the potential impact of

billed party preference on overall rates and competition in the

pay telephone and operator service markets. Billed party

preference, as discuSSBO below, may si9nif1oantly impair

competition in these markets. The City therefore urge~ the

Commission to carefully consider the implications of billed

party preference for competition before manQating its

implementation. The Commission may succeed in assuring more

convenient access to OSPs at pUblic telephones at the e~pense of

limiting the number of tele~hone8 and new and enhanced servioes

available to consumers.
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A. The Comm1ss1on Should Carefully Woiqh the
Costs and Benefits of Billed party Preferenoe

The commission has tentc.tively conoluded that. "in concept, 'Il

nationwide system of billed party preferenoe ... is in the

public 1nterest."11/ The primary objective of implement.ing a'

billed party preference system is to assure consumers that they
have access to the carrier of their choioe at all agoreQator

telephones.

The passage of TOCSIA, however, already assures consumers

that they. will have aocess to their preferred oarrier at these

locations. Under the regulations adopted by the COmmission

pur~uant to TOCSIA, all agqreqators today must provide oonsumers

with aocess at public telephones to their preferred carrier

through 800 number and 950-10XX acoess codes. In addition, when

the Commis~ion's regulations (as amended on reconsideration) are

fully implemented, oonsumers will be able to r&Ach their

preferred carrier through 10XXX access oodes. Therefore, the

issue presently before the Commission is whether the added

convenience offered by billed party preference of reaohing a

pre-selected oarrier without dialing an acooss code outweighs

its cost, both in terms of its direct finanoial oost and its

potential impact on competition.

As the Commission reports, the direct finanoial cost of

implementing a mandatory billed party preferenoe system may be

sUbstantial. Cost estimates range upward to well over SOO

million uoll~r5.12/ Undoubtedly, this cost will affect,

11/ Notice at 3029.

12/ Notice at 3031.

"'"'Il
JlUIf
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directly or indirectly, operator service rates paid by

consumers.

In weighing the cost of billed party preferenoe, the

Commission should also consider the oosts that will be inourred

by aggregators to comply with the access regulations enacted by

the Commission pursuant to TOCSIA. The industry is makin~ a

significant investment today to assure access as 699regatora

modify and replace equipment to permit the access code dialin9

required by TOCSIA.

The City notes that the implementation of yet another

routing methodology and calling protocol, impleMented after

TOCSIA requirements have been fully implemented, may not only

unreasonably require the expenditure of additional resouroes but

may further confuse consumers. The Commission has noted that

"s inoe billed party preference could apparently not be ~eployod

for at least a few years, callers will Kave had that much more

time to adjust to and become more comfortable with acoess code

dialing."13/ ~ccordingly, the City que~t1ons whether it is in

the best interests of consumers to implement two ~ifferent

access methodologies over the oourse of the next se~.ral years.

Instead, the Commission should cons1~er implementing oonsumer

education programs, requiring the industry to devote $50 million

-- only a fraction of the potential cost of billed party

preference -- to educate consumers about current aocess means.

13/ Notice at 3030.

"""'1111""""1111"""""""'111111""'11""'111111111111111111111111111111111111111111'''1111111111''11111111111141111111''111""'""""""""""111111111111111
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B. The Commission Should Carefully Consider
the potential Impaot of Billed Party
Preference on competition in the Operator
[ervice and Pay Teleehone Matkets

The Commission st.a.tes that "it appears that billed party

preference has the potehtial to be prooompetitive, not

anticompetitive, fJ 14/ The City of New York disagrees, and urges

the Commission to oarefully consider the potential impact of

billed party preference on competition in the operator aervice

and pay telepho~e markets. AS Congress and the Commission have

determined that we will rely primarily on competition in these

markets to ensure that the best interests of consumers are met,

the Commission should act oautiously before adopting any

measures which might stifle or harm the development of that

competition.

The City believes that billed party preferenoe may have an

adverse impact on competition in the operator service ana pay

telephone markets. The Competitive Telecommunications

Association (nCompTel") and International Telecharge, Ino.

(" 11'1 11), in joint Supplemental Comments, aptly aescribed the

pOtential impact of billed party preferenoe on competition in

the OSP market.:

(Billed party preference) would remove the operator
process1nq functions for all 0+ long distance oalls -- about
20 percent of all interexchange traffic -- t~om their
current competitive statuB and inteqrate them into the local
exchange access monopoly. The development of oompetition in
long distance operator assisteO celling would be terminated
as interexchange carriers would be ~educed to mere prOViders
of transport serviceS.1S1 .

14/ Notice at 3031.

15/ "Joint Supplemental Cownents of the Competitive
Telecommunications Assoc1ation and International Telecharge,
Inc.," filed November 2J, 1991 in RM-6723, at 11 ..

, :'.1.
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The result} aocording to CompTel and !TI would be that the

Ilinnovative uses of operators, for hotel concierge service,

mu~ti-lin9ual capability, and so on, and the competitive

pressures they have placed on dominant carriers, would

cease."16/

Similarly, billed party preferenoe may harm the development

of competition 1n the pay telephone market to the detriment of

consumers, particularly if less phones are Made available. hs

congress noted in anact:lnQ TOCSIA, "a99regators make a valuable

contribut1on by making telephones publicly available to

consumers for access to the interstate network. 1I 1?/

16/ g.
17/ H.R. Rep. No. 213, 101st Con9.~ 1st Sess. 12 (1989) .

........................................................
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For the same reason, the Comm1s~ion/s oonoern with the

payment of commissions to aggregators is unfounded.1a/ As

CompTel and ITI noted:

There are public intere8C benefit$ to allowing carriers to
pay commissions to premi~es owner. for the riqht to be the
carrier presubscribed to that payphone. The most obvious
benefit is that if proprietors are permitted to profit trom
installing payphones on·the1r premiQes there will more
publio phones available for the convenience of the transient
public.191

This has been our experienoe in New York City. Since the

pay telephone market was opened to oompetition, the number of

pay telephones available to consuroers in the City has grown

18/ The Commission's oonoern with the relationship between
commissions and OSP rates also is unfounded. The City notes
that if oommission payments are eliminated a~ the 048 a of
compensation, then the same oonsiderations of fairness and
equity th~t lad the Commission in CC Pocket No. 91-35 to
conclude that independent pay telephone providers should be
compensated for aocess oode oalls would require that
aggreqators be compensated for billed party preference
calls. As the Commission determined in that proceeQ!nq:

We conclude that considerations of equity require us to
prescribe compensation. The Operator Services Act and
our rules require that payphone owners allow.oonsumers
to use payphone equipment for acoess oode calls. By
providing the equipment through which the consumer
initiates calls to the OSP of choioe, the payphone
owner is benefiting the pUblic but is not guaranteeo
any revenue for access oode calls. In addition, the
paIPhone owner must expend financial reso~rces to
ma ntain the equipment. It is only fair that these
costs be shared by consumers who benefit from the
ability to make acoess oode oalls ao4 by OSPs who
derive revenue from the calls.

erator Service Access
0 / -

FCC Red (1992).

19/ "Joint Supplemental Comments of the compet1t1ve
Telecommun1cation$ Association and InternAtional Telecharge~
Inc.,11 filed November 22, 1991 in RM-6723, at 12.

" ..
................................................................................................., , ~", " "" " " ""' ,, : .. , 'h' • '
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significantly. In addition to appro~imatelY 57,000 New York

Telephone Company pay telephones, there now are an estimated

15,000 independentlY operated pay telephones in New York City.

Many of the new pay telephones are located in previously

underserved areas.

The pay telephone policy adopted by the City establishes as

the first objective enhancinq the public's safety and

convenience by expanding the number ot pay telephones operating

on City streets. It also is intended tQ improve the quality of

servioe and broaden the distribution of pay telephone. into

underserved areas. In certAin areas of the City, as many as 20%

of households have no residential telephone service, making the

pay telephone tl. "lifeline lt to emergenoy servioes. 20/

Finally, the City believea that billed party preference is

potentially at odds with the oompetitive regulatory fr~ework

for operator services and pay telephones adopted by ConQress and

the Commission. In enacting TOCSIA, Conoress noted:

This leqislation will ensore th~t each oonsumer if given the
information and opportunity to make an informed choice of
the desired operator services oarri&r. Only when callers
are capable of making informed ohoices will true competition
arise in this industry. The bill will help to protect
oonsumers from the problems caused by the entranoe Of these

20/ After the necessary leqislat1ve approvals are granted, the
City will grant franchises to qualified compani.~ for the
provision of pay telephone servioe on City sidewalks. As
mandated by the recently revised Charter of the City of New
York, the.DePtartment of Telecommunications and Energy has
proposed an '.Authori2ing Resolution tl to the City Council for
the authority to issue Requests for Proposals for new pay
telephone franchises. In addition, the Department has
proposed amending the City's Administrat1ve Code, whioh
outlines permit require~6nts for telephones on City streets,
to reflect the competitive pay telephone market in whioh
there are multiple providers,

.......................................................................................
.... " ..,:"",,, ,,;"'..,,..,,,,:,,,,,,,,""""" """", ,""";"''',,:.,,.,,:;;''''{'' ..n.'.'.'.,''''''~ .. ,'''''n,.
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new oarriers while avoiding overly stringent regulation that
could harm the development of a oompetitive operator
services market.21/ .

The City, of course, is aware that a certain degree of

regulatory intervention. is required at this time to guard

·aQainst practices that interfere with a consu~erJs ability to

exercise an informed ohoice among service providers. The City,

therefore, has ~otively supportea the AQoption of oonsumer

protection requirements, includlnQ requlation$ prohibiting oall

blocking and .andating call branding.22j Billed party

preference, however, may be a premature ana unreasonably

expensive solution to a problem which may be reasonably

addressed bV current regulations. At a minimum, the City

believes the Commission and tho OSP industry should devote

additional resources to impleMenting ana educating oonsumers

about ourrent access requirements.

,

21/ S, Rep, No. 439, 101st Cong., 2d Sees. 5 (1990).

22/ Se9, ~f "Comments of the NQW York City Department of
~ecommunicationSIII filed September 6, 1990 in CC Dooket
No. 90-313.
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IV. CONCLUSION

In conclusion, the City of New York respeotfully urges the

Commission to carefully consider whether the mandatory
. implementation of billed party preference is in the public

interest.

Respectfully submitted,

NEW YORK CITY DBPARTMBNT OF
TELBOOMNUNICATIONS AND SNERGY

By' ~ S-~.--~
·~~"";""""l"--s~q-.---
75 Park Plaoe
Sixth Floor
New York, Now York 10007
(212) 788-6540

Datad: July;, 1992


